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U.K. Repurchase from the Fund 


The United Kingdom has offered to make a voluntary 
repurchase of sterling to the value of US$112 million 
from the International Monetary Fund. The Executive 
Board of the International Monetary Fund has ap- 
proved, and the transaction will be made this month. 

The United Kingdom purchased for _ sterling 
US$300 million from the International Monetary Fund 
in 1947-48, to meet her balance of payments difficulties 


IBRD Loan to 


The International Bank for Reconstruction and De- 
velopment on August 24 made a loan of US$61 million 
to the Pacific Railroad of Mexico, for equipment needed 
for an extensive program to rehabilitate and modernize 
the railroad. Two commercial banks in the United 
States are participating in the loan, without the Inter- 
national Bank’s guarantee, to the extent of $2,420,000. 
The Bank of the Manhattan Company is purchasing 
$1,000,000 of the first maturity falling due June 1, 
1959; and the Chemical Bank & Trust Company is 
purchasing $1,420,000 of the loan—the $210,000 re- 
maining of the first maturity, and all of the second 
maturity of $1,210,000 falling due December 1, 1959. 


The railroad (Ferrocarril del Pacifico, S.A. de C.V.) 
traverses one of Mexico’s most rapidly growing and 
important agricultural areas, which depends heavily on 
the railroad to carry its products to markets in Mexico 
and the United States and to bring in manufactured 
goods. The annual tonnage of freight has more than 
doubled, rising from 860,000 to 1,800,000 tons between 
the years 1936-40 and 1951-52. However, maintenance 
and replacement of track and rolling stock have failed 
to keep pace with the greatly increased demands of the 
region, and extensive rehabilitation and modernization 


Europe 
Financial Policy of the High Authority of the ECSC 


Following consultations with the Council of Ministers 
and the Investments Committee of the Common Assembly, 
the High Authority of the European Coal and Steel Com- 
munity has published an outline of principles that will 
guide its participation in the financing of investments 
in the coal and steel industries. Simultaneously, the 
conditions were published under which it will disburse 
loans from the $100 million loan it received from the 


at that time; this meant a corresponding increase in the 
Fund’s holdings of sterling. The excess holdings have 
since been reduced to $112 million by drawings of 
sterling by other coyntries. The balance is now being 
repurchased, and the effect will be to restore the United 
Kingdom to its initial position in the Fund. 


Source: U.K. Treasury, Press Release, London, England, 
August 19, 1954. 


Mexican Railroad 


of the railroad are now imperative. It is estimated that 
the entire rehabilitation program will cost the equivalent 
of about $80 million and will take four years to complete. 

The Bank’s loan will pay for the import of 33 diesel 
locomotives for all-purpose use; 31 diesel locomotives 
for light service; 684 freight cars; 4 million railroad 
ties; 170,000 short tons of rail to re-lay about 1,000 
miles of track; other track material; and communica- 
tions and shop equipment. Local currency costs will be 
met from equity investment by the Mexican Government 
and by the reinvestment of earnings. 

The loan, which is guaranteed by the Government of 
Mexico, is for 15 years and bears interest of 45% per 
cent, including the statutory 1 per cent commission 
charged by the Bank. Amortization will begin in 
June 1959. The loan is the fifth which the Bank has 
made in Mexico, and brings the total of Bank lending 
in that country to $141,300,000. The earlier loans were 
principally for the purpose of financing the expansion of 
electric power facilities by the Federal Electricity Com- 
mission and by the Mexican Light and Power Company. 
Source: International Bank for Reconstruction and De- 


velopment, Press Release, Washington, D. C., 
August 24, 1954. 


Export-Import Bank in April 1954 (see this News Survey, 
Vol. VI, pp. 333 and 373). 

Participation of the High Authority in the financing 
of investments is considered to be temporary. The ob- 
jective is to improve the conditions under which invest- 
ments are financed; as soon as that objective is reached, 
it will discontinue its activities in that respect and will re- 
duce, accordingly, the taxes it levies. It is interested pri- 
marily in long-term financing at moderate rates of interest, 
and it made clear that it will not finance completely an 
investment project but will participate jointly with other 
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capital suppliers. It will either give loans or guarantee 
loans already granted, and the enterprises have to re- 
quest such action of the High Authority. 

The High Authority aims at maintaining a proper 
relation between its financing and its own resources. It 
will increase its participation in supplying capital to the 
extent that its resources are increased either by new 
loans or by tax proceeds. 


At first, it will be interested only in investments that 
can be effected within a short period and which will 
produce results within approximately three years. Inter- 
est rates and amortization schedules of the loans to be 
granted will be determined by the conditions on which 
the High Authority itself borrows. It will guarantee only 
those transactions which would not be possible without its 
intervention, and will demand an annual fee. 


In regard to the proceeds of the Export-Import Bank 
loan, the High Authority stated that it will consider only 
investment projects that exceed $500,000. The loans to 
be extended should, in principle, be spent before the 
end of 1955; they will be granted in dollars, or in the cur- 
rency of the borrowing country provided that the latter 
gives an exchange rate guarantee; and they will be made 
available after the exchange authorities of the country 
concerned guarantee the transfer in dollars of the sums 
required for amortization. The interest rate will be fixed 
at approximately 444 per cent (3% per cent plus costs), 
and the loans will be granted for a period up to 1979. 
Source: Journal Officiel de la Communauté Européenne 

du Charbon et de TAcier, 
July 31, 1954. 


Luxembourg, 


Estimates of Current Harvest in France 


Preliminary estimates, as of the beginning of August, 
of the current harvest in France are generally favorable, 
and total agricultural output for 1954-55 may equal that 
of 1953-54. The wheat harvest is expected to reach 
91 million quintals, about the same as in 1953; and the 
yield may about equal that of last year (20 to 21 quintals 
per hectare). A good harvest of the secondary cereals, 
barley and rye, is expected, but for oats, and possibly 
corn, the outlook is not so favorable. The crops of pota- 
toes and sugar beets are expected to be very good; those 
of vegetables, better than last year; and the vine crops, 
about the same as last year. 


Source: Le Monde, Paris, France, August 17, 1954. 


Scandinavian Woodpulp 


The Scandinavian chemical woodpulp plants have 
reported that the total 1954 production has been sold. 
While prices are firm, at £57 10s. to £58, there have been 
some upward tendencies. 
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As a result of certain scarcities in Europe, there have 
been some imports of U.S. and Canadian woodpulp, 
which have been sold at the prevailing market prices, 
These imports fill needs that cannot be satisfied by the 
Scandinavian countries. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor. 
way, August 10, 1954. 


Danish Bond Market 


The Danish National Bank has again lowered its 
selling price for government bonds. The first reduction, 
of 3 points, occurred in June when the discount rate was 
increased from 44% per cent to 54% per cent (see this 
News Survey, Vol. VII, p. 2). In late July and the first 
half of August, there were two reductions of 14 point 
each; and in the third week of August, there was a re- 
duction of 14 point, so that the effective yield on govern. 
ment bonds is now 6.48 per cent. 

The reductions in the selling price reflect a new policy 
of the Treasury and the National Bank, to maintain a 
certain margin between government bonds and those is- 
sued by the private credit associations. 

While current government revenue is high enough 
to cover not only current expenditures but also govern- 
ment investment, the Treasury needs an additional 
DKr 500 million annually to finance private residential 
building. Recently, sales of new bonds have not been 
adequate to cover Treasury loans for housing, and during 
the first half of August the Treasury had to obtain short- 
term credit from the National Bank. 


Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, August 20, 1954. 


Norwegian Private Banking 


The outstanding factor in Norwegian private banking 
during the first half of 1954 was the large increase in 
private banks’ holdings of securities, reflecting the banks’ 
subscriptions to government loans issued to finance the 
activities of the state banks, primarily the State Housing 
Bank (see this News Survey, Vol. VI, p. 398). Accord- 
ing to information from the Bank of Norway, the private 
banks’ purchases of new issues in the first half of 1954 
amounted to NKr 300 million, of which NKr 240 mil- 
lion was government bonds. Owing to the maturity of 
bonds in their portfolios, private banks’ holdings of 
securities rose by NKr 240 million. 

This year’s large government issues also aimed at 
limiting the amount of credit extended by private banks. 
This purpose does not appear to have been achieved, 
however, since bank loans rose by NKr 455 million, 
slightly above the increase of NKr 445 million in the 
same period last year. 

Bank deposits rose by NKr 907 million in the first 
six months of this year; after correction for the seasonal 
purchases of bank drafts at the end of the year, the actual 
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increase was about NKr 675 million. In the same period 
the Treasury transferred to the state banks NKr 186 mil- 
lion, which was used for new loans. 

Total liquid assets of the banks (cash, demand de- 
posits in the Bank of Norway, and Treasury bills) fell 
by NKr 179 million; demand deposits in the Bank of 
Norway decreased by NKr 224 million, while holdings 
of Treasury bills rose by NKr 52 million. 

Source: Statistisk Sentralbyra, Manedsstatistikk Over de 
Norske Private Aksjebanker og Sparebanker, 
Oslo, Norway, August 16, 1954. 


Icelandic Herring Fisheries 


The total catch of the Icelandic herring fisheries off 
the north coast, for the summer season just ended, is 
51,000. barrels of salted herring, which is about one 
fourth of the quantity sold under the various trade 
agreements concluded this spring. This is the ninth sum- 
mer in succession that Iceland has had a poor herring 
catch. 


The Norwegian fishermen, who were also taking part 
in the herring fisheries off the Icelandic coast, are re- 
ported to have a total catch of nearly 200,000 barrels, 
which is about the same as last year. Since sales by 
Norwegian exporters before the season started were 
equal to the catch, there will be little for Norwegian 
domestic consumption. 

Sources: Norges Handels og Sjgfartstidende, Oslo, Nor- 
way, August 18 and 20, 1954. 


Greek Economic Conditions 


The Greek Minister of Economic Coordination, when 
reviewing economic developments during the fiscal year 
1953-54, stressed that national income has increased 
greatly, controls have been abolished, and confidence in 
the country’s economic future has been restored. The 
exchange rate adjustment of April 9, 1953 has brought 
about a significant increase in exchange earnings, the 
1953-54 earnings exceeding those in 1952-53 by the 
equivalent of US$51 million, or 24 per cent; official ex- 
change reserves increased by US$29 million. Of the 
$80.1 million of U.S. aid funds available on June 30, 
1953, an amount equal to about $19 million was used to 
finance Greek deficits in EPU, and $24 million was spent 
as direct aid, thus leaving unutilized a balance of $37 
million, carried over to 1954-55. 


Despite an almost complete removal of quantitative 
import restrictions, payments for current requirement 
imports in 1953-54 did not exceed the equivalent of 
$240 million. They were, however, somewhat above pay- 
ments of $213.2 million in the preceding year; while im- 
ports of luxury goods did not increase significantly, 
private imports of capital goods rose rapidly. During 


the past three months monthly payments for current 
requirement imports were about $21 million. Although 
it may be expected that payments for imports will con- 
tinue to rise in the coming months, as economic activity 
increases further, they will not exceed current exchange 
earnings and available foreign aid funds. 

The balance of payments deficit for the fiscal year 
1954-55 was set by the Minister at $44 million, com- 
pared with about $20 million in 1953-54 and $46 mil- 
lion in 1952-53. Exchange earnings for the year 1954-55 
are estimated at $301 million (against $261 million in 
1953-54) : $162 million from exports and U.S. offshore 
procurements, $121 million from invisibles, and $18 mil- 
lion from infrastructure. To these earnings should be 
added Italian reparation payments ($2 million) and an 
expected net increase in suppliers’ credits to Greek im- 
porters ($7 million). On the other hand, outward 
exchange payments in the fiscal year 1954-55 are ex- 
pected to reach $354 million: $275 million sor current 
requirement imports, $8 million for infrastructure ex- 
penditures, $30 million for capital goods imports con- 
nected with the public investment program, and $41 
million for invisible payments. 


Domestic output increased substantially in 1953-54. 
Import liberalization has not, on the whole, affected ad- 
versely domestic industry, which, on the contrary, ap- 
pears to have adjusted itself to new conditions and to 
have become more competitive. The real income of the 
rural population rose by 25 per cent as a result of a 
larger volume of agricultural production and, particu- 
larly, of better prices for farm products. The results of 
the government budget for the fiscal year were in accord 
with the original estimates, which indicated a surplus 
of current revenue over current expenditures of 300 
million drachmas ($10 million), to be used for public 
investment. Total revenue from taxes in fiscal 1953-54, 
at 8,100 million drachmas, exceeded the estimates by 
340 million, and the revenue realized in 1952-53 by 
1,800 million, or 29 per cent. Private (voluntary) de- 
posits with commercial banks rose in the second quarter 
of 1954 by 230 million drachmas, thus bringing the 
over-all increase in such deposits since the devaluation 
of April 9, 1953 to 1,220 million drachmas, or 108 per 
cent; during the same period, the note circulation in- 
creased by 858 million drachmas, or 36 per cent. The 
increase in commercial bank deposits is making it pos- 
sible to reduce reliance on Bank of Greece funds for 
financing the private sector of the economy, a develop- 
ment which is an important objective of present mone- 
tary policy. Deposits of public institutions will be used 
to finance operations of a special nature, funds for which 
might not be readily forthcoming from other sources 
(see this News Survey, Vol. VII, p. 51). From July 1953 
to May 1954, over-all outstanding credit to industry and 
trade (excluding the tobacco trade) increased by 744 mil- 
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lion drachmas, or 42 per cent, which indicates that com- 
plaints about the inadequacy of credit accommodations 
are, in most cases, unjustifiable. In fact, these figures 
suggest that industry and trade have been given more 
than sufficient credit, particularly if account is taken of 
suppliers’ credits, which are conservatively estimated at 
$60 million, or 1,800 million drachmas. 


The Minister stated that the present monetary and 
fiscal policy will be continued. Incomes are expected to 
increase slowly and pari passu with the increase in pro- 
duction. The 1954-55 budget will be balanced. A reason- 
able settlement of both the internal and external prewar 
public debts will be sought. This settlement should not 
exceed the fiscal potentialities of the economy; it should 
not retard economic development; and it should pro- 
vide equal treatment for bonds in drachmas and bonds in 
foreign currency. The Minister said that the Government 
is determined to enforce the punctual fulfillment of 
obligations arising from internal contracts between pri- 
vate individuals or between private individuals and banks. 
Repayment of long-term reconstruction loans financed 
by foreign aid counterpart funds, which were granted, 
with the dollar clause, before the devaluation of the 
drachma, will have to be made on the basis of terms 
agreed upon by both the lender and the borrower. If 
borrowers should find themselves unable to honor their 
obligations, the Government will examine each case, and 
will authorize, if necessary, an extension of the repay- 
ment period or a reduction of interest or other charges. 
A new procedure for utilizing U.S. aid is being estab- 
lished by the introduction of so-called global procure- 
ment authorizations, through which imports originating in 
any country of the EPU or dollar areas may be financed. 


Despite a substantial reduction in foreign aid counter- 
part funds, resources placed at the disposal of agencies 
carrying out investment amounted to 1,443 million drach- 
mas ($48.1 million) in 1953-54; 984 million was con- 
nected with local expenditures and 459 million with 
capital goods imports. Of the total, more than 600 mil- 
lion drachmas was financed by Greek sources. The 
program for economic development that has been an- 
nounced by the Government will be financed from 
budgetary surpluses, internal loans, long-term foreign 
loans, and aid. 


Sources: To Vima, August 7, 1954, and Oikonomikos 
Tahidromos, August 12, 1954, Athens, Greece. 


Activities of the German Export Credit, Inc. 


According to the 1953 Annual Report of the German 
Export Credit, Inc.—a syndicate of banks for the promo- 
tion of long-term export credits—efforts thus far to 
provide funds for financing German credits have not 
been entirely successful. It has not been possible to 
obtain funds in the capital market, and no other sources 


for long-term funds could be found. Therefore, ex. 
porters’ requests for aid in financing exports above the 
agreed limit of four years could not be satisfied. How. 
ever, some assistance was provided by counting the 
credit term as from the first day of actual utilization of 
the credit, provided that this date is not more than one 
year from the date of the export contract. 


From April 1, 1952, when it was established, to the 
end of 1953, credits authorized by the Export Credit, 
Inc. totaled DM 1,113.2 million. Credits authorized in 
1953 amounted to DM 572.5 million; DM 462.5 million 
was for investment goods and DM 110 million for con. 
sumer goods. The industrial sectors with the highest 
credits are vehicle construction, machinery, electrical 
equipment, and the chemical industry. The countries for 
which high credits were granted include Argentina 
(DM 142.3 million), India (DM 72.8 million), Spain 
(DM 61.6 million), Brazil (DM 43.4 million), Turkey 
(DM 37.2 million), Finland (DM 28.1] million), China 
Mexico, South Africa, and the United States. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 7, 1954. 


Middle East 
Egypt's Foreign Reserves 


According to the Ministry of Finance and Economy, 
Egypt’s free sterling balances are presently estimated at 
£40 million (including Egyptian balances in rupees) , and 
dollar reserves are estimated at US$30 million. 


Source: Al Ahram, Cairo, Egypt, August 15, 1954. 


Israel's Exchange Budget for 1954-55 


Israel’s foreign exchange budget for the fiscal year 
1954-55 estimates receipts and payments at $346 million, 
compared with $310 million for 1953-54. Revenue in 
the current fiscal year will be primarily from exports 
which, it is estimated, will rise to $78 million, from $56.2 
million in 1953-54. Total foreign donations are expected 
to amount to about $139 million, of which $74 million 
is expected from U.S. aid and $65 million from private 
donations. Reparation receipts from Germany are es 
timated at $59.5 million. 


On the expenditure side, imports of consumption goods 
are estimated at $177 million, compared with $185 mil- 
lion last year. Imports of investment goods and imports 
of raw materials for export are expected to amount to 
$122 million, against $80 million during 1953-54; and 
the allocation for debt repayment is put at $40 million, 
compared with $45 million last year. 


Sources: Middle East Economist and Financial Service, 
Forest Hills, N. Y., August 1954; The Israel 


Economist, Jerusalem, Israel, June 1954. 
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Pakistan Budget 


The budget of the Central Government of Pakistan for 
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_ the fiscal year beginning April 1, 1954 estimates revenues 
, at PRs 1,136.8 million and expenditures (financed from 
_ these revenues) at PRs 1,113.7 million, thus leaving a 
" surplus of PRs 23.1 million. However, this surplus is not 
expected to materialize because planned tax concessions 
| the are expected to decrease estimated revenues by PRs 22.1 
edit, million. 
Ae Revised estimates for 1953-54 indicate a surplus of 
om PRs 0.8 million; revenues are estimated at PRs 1,078.3 
ae million, and expenditures (financed from the revenues) 
te at PRs 1,077.5 million. The higher level of estimated 
s for g revenues in the 1954-55 budget is based on the expecta- 
salted tion of larger receipts from customs, excise duties, and 
lala sales taxes. This reflects an increase in the expected value 
alien of cotton textile imports, as well as a growing volume of 
ia domestic production. The higher level of expenditures 
is due to larger allocations for Civil Administration 
(PRs 29 million) and defense (PRs 7.2 million). 
land, Source: State Bank of Pakistan, Bulletin, Karachi, Pakis- 
tan, April 1954. 
Far East 
Rice Trade of Far Eastern Countries 
10my, i 
sal ad Total rice exports from the Far Eastern countries in 
~~ 1953, at 6,628 million pounds, were 13 per cent below 
, the 1952 total. Exports from the major surplus countries 
(Burma, Indo-China, and Thailand), which had declined 
. from 6,951 million pounds in 1951 to 6,569 million 
pounds in 1952, fell further, to 5,576 million pounds in 
1953. Exports from Pakistan and Taiwan, at about 130 
| year § million pounds each, were 50 million and 100 million 
illion, J pounds, respectively, below 1952 exports. Shipments from 
ue in @ China (Mainland), however, have been increasing since 
xports | 1950, and for 1953 they are estimated at 650 million 
$56.2 | pounds. 
pected Rice imports by the Far Eastern countries in 1953 were 
nillion § about 19 per cent below the 1952 imports, as two major 
yrivate § buyers, India and Indonesia, reduced their purchases by 
re es: | 75 per cent and 50 per cent, respectively. The Philippines, 
a net importer of rice until 1952, when imports amounted 
goods to 139 million pounds, did not import any rice in 1953. 
5 mil- On the other hand, Ceylon, Hong Kong, Korea, Japan, 
mports and Malaya increased their imports last year. 
yunt to @ Source: Department of Agriculture, Foreign Agriculture 
4; and Circular, Washington, D. C., July 26, 1954. 
nillion, 
Abolition of Indian Manganese Export Duty 
service, The Government of India has announced the abolition 
- Israel § of the export duty on manganese ore, with immediate 
. effect. The Government has been concerned over the 
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amount of unemployment in the manganese industry, as 
a result of the sharp decline in exports (see this News 
Survey, Vol. VII, p. 61). The Secretary of the Madhya 
Pradesh Mineral Industry Association has welcomed the 
Government’s decision as “the first step toward stabilizing 
the industry,” stating that it would enable Indian pro- 
ducers to compete in overseas markets. 
Sources: The Times of India, Bombay, India, August 19, 
1954; Embassy of India, Indiagram, Washing- 
ton, D. C., August 20, 1954. 


Indian National Plan Loan 

Subscriptions to the 314 per cent National Plan Loan, 
1964, of the Government of India, which was floated on 
April 19, 1954 (see this News Survey, Vol. VI, p. 329), 
will close on September 16, 1954. At the end of July, 
total subscriptions exceeded Rs 1,250 million (US$262.5 
million). The ten-year National Plan certificates, issued 
on May 1, 1954 as a supplement to the loan, will continue 
to be on sale until further notice at all post offices con- 
ducting savings bank business. Subscriptions to these 
certificates now total approximately Rs 15 million ($3.2 
million). 
Source: Embassy of India, Jndiagram, Washington, D. C., 

August 19, 1954. 


Ceylon Shipping Line 

The Ceylon Government has approved, in principle, the 
establishment of a Ceylon shipping line, with a minimum 
authorized capital of Rs 4 million (US$840,000), of 
which half is to be subscribed by the public, Rs 1 million 
by the Government, and Rs 1 million by a Norwegian 
group. No income tax will be levied on the line for five 
years, but in that pericd it will not be allowed to declare 
a dividend of more than 714 per cent. 

If the public subscription falls short of Rs 2 million, 
the Government will consider increasing either the Nor- 
wegian group’s subscription or its own. 

Source: Government of Ceylon Information Department, 
Ceylon News Letter, Colombo, Ceylon, July 30, 
1954. 


Japanese Textile Exports 
Japan’s exports of cotton fabrics in the first seven 
months of 1954 were 730 million yards—an annual rate 
of 1,232 million yards, compared with 914 million yards 
in 1953. The outlook for exports in the remaining months 
of 1954 is good, particularly those to the sterling area 
where Japanese goods have been permitted more freely 
in recent months. On the other hand, exports to Indo- 
nesia have been discouraged (see this News Survey, 
Vol. VII, p. 62). 
Sources: Department of Agriculture, Foreign Agriculture 
Circular, Washington, D. C., August 4, 1954; 
The Nippon Times, Tokyo, Japan, August 11, 
1954. 
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Stocks of Manufactured Goods in Japan 

Inventories of manufactured goods held by producers 
in Japan have increased considerably since the adoption 
of restrictive monetary policies in September 1953. The 
index of such inventories in June 1954, at 188 (1950 = 
100), was 53 per cent above the September 1953 index 
of 123. 
Source: The Nippon Times, Tokyo, Japan, August 11, 

1954. 


United States and Canada 
U.S. Tariff Action 


Instead of accepting the U.S. Tariff Commission’s 
recommendation for increasing the duties on imported 
lead and zinc, President Eisenhower chose the alterna- 
tive method of aiding domestic producers by increasing 
government purchases of newly mined lead and zinc for 
the long-term stockpile program. Indicated purchases of 
up to 200,000 tons of lead and 300,000 tons of zinc in 
the current fiscal year would represent an increase of 
around 65 per cent above the rates of purchase in the past 
two months. Procurement of foreign-produced lead and 
zinc will continue for the supplementary stockpile. In 
explaining his action, the President said that a raise in 
the tariff would probably have depressed lead and zinc 
prices outside the United States with only a minor effect 
on the domestic price. He noted that the volume of im- 
ports this year has been lower than in 1953, and that 
existing inventories can be reduced by stockpiling pur- 
chases and by the high rate of consumption indicated by 
the general economic outlook. Trade sources believe the 
indicated rates of purchase will suffice to work off large 
existing industrial stocks, and that this could lead quickly 
to higher prices. 

Under Public Law 499, effective July 16, U.S. import 
duties on crude and calcined bauxite have been suspended 
for two years. U.S. consumption of aluminum, the prin- 
cipal end-product of bauxite, is several times the prewar 
rate, and the wartime drain on U.S. deposits has increased 
U.S. dependence on imported supplies. It was originally 
proposed that Congress should transfer bauxite to the 
free list, but it was subsequently decided to suspend the 
import duty only for two years in order to provide for 
a periodic review. 

Sources: The Journal of Commerce, New York, N. Y.., 
August 23, 1954; Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C., 
August 16, 1954. 


U.S. Trade Policy and Foreign Aid 


Following President Eisenhower’s statement that he 
would be satisfied, pending further study, with a one-year 
extension of the Reciprocal Trade Agreements Act (see 
this News Survey, Vol. V1, p. 365), Congress voted such 
an extension, and the House Ways and Means Committee 
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announced it would open next January a study of the 
Randall Commission’s proposals for foreign economic 
policy. While the Treasury Department sponsored legis. 
lation that would have allowed some administrative flexi- 
bility in changing customs classifications, Congress au- 
thorized only that the Tariff Commission begin a two-year 
study of classifications. 

New money appropriated by Congress for foreign aid 
totaled $2.8 billion. About $2.4 billion will be for mutual 
defense assistance and support, including $795 million 
for Southeast Asia and the Western Pacific and $205 mil- 
lion for the Korean Program. Developmental assistance 
was allotted $185 million, technical cooperation $116 mil- 
lion, and other mutual security programs $62 million. 
Congress also increased the lending authority of the 
Export-Import Bank to $5 billion and gave it more 
authority than before over the type of loans it may grant. 
Source: The Journal of Commerce, New York, N. Y., 

August 23, 1954. 


U.S. Agricultural Legislation 


The farm bill recently passed by the U.S. Congress 
permits the Secretary of Agriculture to decrease support 
prices on basic farm crops—wheat, corn, cotton, rice, and 
peanuts—to a range of 8214-90 per cent of parity next 
year and to 75-90 per cent of parity in later years. The 
significance of this change is limited, however, by the fact 
that the Government will probably continue to accumulate 
large farm surpluses despite its acreage and marketing 
controls. Price supports for dairy products were main- 
tained at 75 per cent of parity, and a four-year program 
of direct payments to domestic wool growers, reflecting 
a ceiling of 110 per cent of parity, was authorized in 
order to boost wool output to 300 million pounds an- 
nually. Slightly higher support prices will result from 
an authorization in the new law to “set aside” surplus 
farm stocks up to $2.5 billion, in effect excluding them 
from consideration when establishing support price levels 
and acreage restrictions. On the other hand, the law 
provides for shifting parity indices from the old to a new, 
modernized base, which will result in some decrease for 
cotton, wheat, corn, and peanuts. (Rice and tobacco are 
already under the new system.) 

In order to enable the Commodity Credit Corporation 
to meet its crop support obligations, new legislation has 
raised the borrowing authority of that agency from $8.5 
billion to $10 billion. New authorization for disposal 
of farm surpluses includes $300 million for foreign or 
domestic emergencies, such as famine, and $700 million 
for barter or sale against foreign currencies during the 
next three years. In addition, the Mutual Security Act 
provides that a further $350 million worth of the sur- 
pluses may be given or sold to other countries. 


Source: The Journal of Commerce, New York, N. Y., 


August 23, 1954. 
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U.S. National Product 
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gis- F the United States in the second quarter of 1954 was at 
lexi- F an annual rate of $356 billion, the same as in the first 
au- — quarter. Little change is expected in the third quarter. 
year — In July, industrial production alone continued at 124 per 
cent of the 1947-49 average, the same as in May and June. 
aid The rates of both personal consumption and business 
itual F expenditures were higher in the second quarter than in 
lion — the first, while government expenditures continued to 
mil- decline. When compared with the record second quarter 
ance F of 1953, the gross product this year showed a decline of 
mil- F about $14 billion, or 4 per cent. About two thirds of the 
lion. J decline is explained by a shift in business practice from 
- the § accumulation to liquidation of inventories. Total personal 
more — consumption, at $233 billion, was about $2 billion larger 
rant. — haf’ a year earlier; business expenditures for construc- 
. Y., — tion and equipment, at $49 billion, were about $1 billion 
less; while government expenditures for goods and 
services, at $78 billion, were $5 billion less than a year 
earlier. (All figures are seasonally adjusted at annual 
gress & rates.) 
Pport F Source: The Journal of Commerce, New York, N. Y., 
» and August 16, 1954. 
next 
_ The F Canadian Exchange Rate 
e fact The rise in the Canadian dollar, from US$1.019 at the 
nulate end of May to US$1.031 on August 23, is attributed to 
ceting capital movements superimposed on favorable seasonal 
main: § conditions. Much of the capital inflow is attributed to 
gram F the buying of Canadian stocks by U.S. investment trusts. 
ecting } The appreciation has taken place despite unusually vigor- 
ed in Ff ous intervention in the market by the Exchange Fund. 
qe Sources: The Financial Post, Toronto, Canada, Au- 
gust 21, 1954; The Journal of Commerce, New 
“en York, N. Y., August 24, 1954. 
- them 
levels 
sia Latin America 
nef, | Ali-nflationary Measure in Colombia 
‘co are As an additional measure to curb inflation, the Banco 
de la Republica (the central bank of Colombia) notified 
oration § member banks that central bank deposits in private banks 
on has § Would be withdrawn in four monthly installments, start- 
m $8.5 ing July 8, 1954. (See also this News Survey, Vol. VI, 
isposal § P- 48.) 
sign or B Source: Revista del Banco de la Republica, Bogota, Co- 
million lombia, July 20, 1954. 
ing the 
ity Act | “tculation of Gold Coins in Bolivia 
he sur-§ After the Bolivian Government had passed a decree on 
May 14, 1953, providing for the coinage of gold coins, 
N. Y., [the Central Bank of Bolivia solicited bids from various 





European and U.S. mints. Its order was finally placed 
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with the Paris Mint, which agreed to deliver. the coins 
to Bolivia within four months after the designs were 
submitted. It is now expected that gold pieces of varying 
weights and fineness will be placed in circulation shortly. 
The objectives of the Government in taking this measure 
are to provide a medium of saving, to promote gold 
production, and to give employment to miners and other 
sectors of the population. The Central Bank will exchange 
the new gold pieces for domestic gold that it may receive 
from the Mining Bank or from private individuals. 

Travelers and tourists upon leaving Bolivia will be 
permitted to export the gold coins without restriction. 
This measure is expected to end contraband trade in 
Bolivian gold. 


Source: El Diario, La Paz, Bolivia, July 10, 1954. 


Exchange of U.S. Wheat for Brazilian Materials 


The U. S. Government has completed a plan for pro- 
viding 100,000 tons of surplus wheat in exchange for three 
strategic materials from Brazil. About 3,733,000 bushels 
of No. 2 hard winter wheat will be traded for thorium, 
which is needed by the Atomic Energy Commission, rare 
earths, and monazite. Monazite is the source of both 
thorium and rare earths. The Department of Agriculture 
has announced that the wheat will be handled through 
U.S. private trade channels and will be sold at a price 
reflecting International Wheat Agreement levels. The 
United States would thus reduce its surplus stocks of 
wheat, and Brazil would obtain the wheat without the 
transfer of scarce dollars. The barter transaction is being 
handled under the general authority of the Commodity 
Credit Corporation, which holds the U.S. Government’s 
farm surpluses. 


Source: The Wall Street Journal, New York, N. Y., Au- 
gust 24, 1954. 


Uruguayan Budget 


Expenditures of the Central Government of Uruguay 
in the fiscal year 1953, at 412.8 million pesos, exceeded 
revenues by 70.9 million pesos. As in earlier years, 
deficits were also incurred by some official entities and 
special funds, whose budgets are not consolidated with 
that of the Central Government. These deficits, totaling 
26.2 million pesos, include those of the state railroad 
(13.1 million pesos), the Port Administration (7.8 mil- 
lion), the highway fund (0.9 million), and the Exchange 
Differential Fund (4.4 million). Thus the Government’s 
total deficit for 1953 was 97.1 million pesos, compared 
with 72.6 million pesos in 1952. 

Estimates for the first half of 1954 indicate that rev- 
enues were substantially higher than in the first six 
months of 1953. For the entire year 1954, it is expected 
that the deficit of the state railroad will fall to 4.5 million 
pesos, and the deficit of the Port Administration also 
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will be less than in 1953, as a result of increased port 
activities and higher handling charges. 

Profits of the Exchange Differential Fund—an account 
in which all exchange profits are entered and which 
finances most of the Government’s subsidy program— 
amounted to 40 million pesos in the first half of 1954; 
and they are estimated at 70 million pesos for the entire 
year, or some 17 million pesos above the 1953 total. The 
Government estimates that the increased profits will be 
sufficient to cover both the 1953 deficit and some new 
government commitments; and also that they will make 
it unnecessary to reduce certain consumption and produc- 
tion subsidies, which had been under consideration as a 
means of eliminating the recurrence of deficits in this 


Fund. 
Source: El Dia, Montevideo, Uruguay, July 1, 1954. 


Other Countries 
Economic Developments in Australia 


Sir Arthur Fadden, Treasurer of the Commonwealth of 
Australia, when presenting the budget for the fiscal year 
1954-55, reviewed briefly the considerations of national 
policy which had guided the formulation of the budget. 
He first pointed out that in the fiscal year 1953-54 eco- 
nomic conditions in Australia were stable. Retail and 
wholesale prices, and also wage rates and the other main 
elements which determine costs, were generally steady; 
civilian employment increased; national income rose by 
5 per cent, and, since the price level did not rise, there 
was a real gain in terms of goods and services. Total 
wages and salaries increased by almost 7 per cent. While 
farm income fell by 8 per cent, this decrease was from 
a relatively high level in 1952-53. Business and profes- 
sional income rose by nearly 6 per cent. Personal con- 
sumption expenditure was 10 per cent above that in the 
previous fiscal year. Industrial output was at a high 
level in 1953-54, production of such industries as iron and 
steel, coal, copper, and zinc approaching or passing pre- 
vious record figures. The volume of retail trade increased 
considerably, the increase being shared by most branches 
of business. 

The value of imports was £A 682 million, £A 171 mil- 
lion greater than in 1952-53. While exports, at £A 816 
million, were £A 30 million less than in the previous 
year, they were still relatively high; in fact, they had 
been exceeded in only two other years. The Government 
relaxed import controls further in 1953-54 (see this 
News Survey, Vol. VI, pp. 268 and 332), and imports 
now are comparatively high. 

At the peak of the last export season, Australia’s inter- 
national reserves reached £A 620 million. Subsequently 
there was a moderate decline, and reserves on June 30, 
1954 amounted to £A 571 million; this figure, however, 
was £A 10 million above that for June 30, 1953. 
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Turning to a discussion of prospects for the year ahead, 


Sir Arthur stated: “Good though recent times have been, 
there can be no mistaking the signs that stresses are again 
threatening to develop in our economy.” He discussed 
current shortages of labor and materials, but he stated 
that he did not “want to exaggerate the portents as seen 
at this time.” Current shortages should not be compared 
with the bottlenecks that crippled the economy prior to 
1952. Also, there is the possibility of some changes which 
may run counter to the present general trend toward ex. 
pansion of demand. While export prospects on the whole 
may be good, it is possible that total export earnings 
will be less than last year, which could have some off- 
setting effect on internal demand and business activity, 
“Nevertheless, the most significant fact at the present 
time is that pressure upon resources has again appeared 
in our economy and on present indications seems likely 
to grow.” He warned that, if inflationary conditions were 
to return, a new upward thrust of prices and costs could 
be expected at a fairly early stage; and he stressed that 
it was the responsibility not only of the Government and 
other public authorities but also of industry and trade to 
ensure that costs would rise no higher. 


In preparing the 1954-55 budget, the Government con- 
sidered that the restraint on governmental spending, 
which had been one of the factors contributing to the 
general economic stability of the country during the past 
two years, should not be abandoned. While increases in 
some expenditures—such as those for defense, social serv- 
ices, and certain works projects—were inevitable, large 
additions to public expenditure were avoided. 


Total expenditures for the fiscal year are estimated at 
£A 1,014.8 million, an increase of £A 54.4 million over 
actual expenditures in 1953-54. Revenues are estimated 
at £A 1,050.1 million; but proposals for reductions of 
taxes, particularly the income tax of individuals, would 
reduce revenues to £A 1,015.1 million. 


Source: Treasurer of the Commonwealth of Australia, 
Budget Speech, 1954-55, Canberra, Australia, 
August 18, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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